The basis for this technique  is derived from the  fact that the models
give log salary as a linear combination of  the predictor variables.     A
change in the reference group from one category  of a variable   to
another category results in a specific increment  (or decrease)   in log
salary for the model.    When the  log salary is  transformed to salary,
the change  is a percentage change.     These percentage  changes  in the
model are the  focus  of sections III B and C.

After the determinants of male and female log salaries have  been
established,   the decomposition-of-means technique   (Althauser and
Wigler 1972; Winsborough and Dickinson 1971)  is used  to account  for
their difference in salary  (section III D).     With this  technique,   the
difference in mean salary for males and females  is divided into two
components:     one is associated with differences  in salary-relevant
characteristics  (the predictor variables in the  model);   the   other is
associated with rate-of-re turn on those  characteristics   (the regression
coefficients3 associated with each independent variable).

These  components are derived in a  two-step process  of  interchanging the
elements  (regression coefficients and average predictor values)   of  the
two regression equations.     First,   regression coefficients  in the male
and female models are interchanged  (male regression coefficients are
used with female observations;   female regression coefficients are used
with male observations).     New predicted salaries are  thus  obtained.
This step will show whether or not males and females  change  their
salary-relevant characteristics into earnings at the  same rate.     If
females,   for example,  have a higher predicted salary using the male
regression coefficients while retaining their own characteristics
(average female predictor values),   this step will  show that males
receive a higher rate-of-return on a given set of  characteristics
compared to females.

In the second step,   average values  for the predictor variables are
interchanged.     (One at a time,   the male average  value  for a predictor
is substituted in the female equation;   then the process  is reversed,
with the average female predictor values being substituted  in the male
equation).    A new predicted salary is calculated after each variable  is
substituted and changes in predicted salary are noted.     This step will
show the  impact on salary of the different salary-relevant
characteristics of each sex.     For example,   if  the male's  occupational
distribution is substituted for the female's and the predicted salary
for females increases,   this step will show that male  occupational
characteristics contribute  to their higher salary.

Note that a different combination of predictor variables could
yield significantly different regression coefficients.    Regression
coefficients for these predictors and the standard errors are
found in appendix F,

10             28
